BEFORE THE
DIRECTOR OF COMMERCE AND CORSUMER AFFAIRS
OF THE STATE OF HAWAII

In the Matter of

MAUI CAMP CABLE TELEVISION ORDER NO. 101

Amendment of Rates and Charges and DOCKET NO. 47-83-01
Extension of Cable Permit No. 47
to Include Lanai and Molokai

ORDER

On May 13, 1983, MAUI CAMP CABLE TELEVISION ("Maui Camp"), &
limited partnership, filed an application with the Director of Commerce and
Consumer Affairs ("Director") requesting (1) an extension of Cable Permit No. 47
to include authorization to provide cable communication services to the islands of
Lanai and Molokai (Census Tracts 316, 317, 318 and 319); and (2) approval of the
attached amendments to its rates and charges.

After reviewing all pertinent information and testimony relating to the
above request, the Director hereby grants approval to the request subject to the
conditions contained hereinafter. The conditions for approval are:

() Maui Camp shall provide as part of its basic service rate a

converter to each residential subscriber.

(2) Construction of cable facilities shall be completed, and service to

all potential subseribers of Lanai and Molokai shall commence by
December 31, 1584.

Dated at Honolulu, Hawaii, November 29, 1983.
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,i{mﬁ . BITTERMAN

Director of Cominerce and Consumer Affeirs

State of Hawaii




PUBLIC INEED FOR PROPOSED EXTENSION OF MAUI CABLE TELEVISION'S
SERVICE AREA.

~ The emphasis of cable communications until the 1970s was upon the retransmission

of commercial broadeast signals to subscribers of communities with marginal to no
off-air signals.  However, the last ten years have seen non-commercial programming
emerge as a key incentive to the growth of cable communication facilities in areas
with adequate broadcast signals. In suburban and rural areas with limited
professionial entertainment and sports facilities, the appetite for diverse program
offerings has created a demand for the non-commercial as well as long distance
programming offered by cable communications. This has been especially true in the
small islend communities of Maui, Lanai and Molokai. (Lanai Transcript, pp. 16

& 17.)

Separation by water of the Lanai and Molokai communities from the educational and
cultural opportunities and offerings of the island of Maui has been advanced as a key
reason for enlargement of Camp's permit to include Lanai and Molokai. Some of the

educational and cultural opportunities cited include:

L. Extension and continuing education offerings of the Maui Community
College. (Maui Transcript, pp. 19 & 20.)

2.  Sports ectivities of the Maui Interscholastic League. (Molokai
Transeript, pp. 27 & 28.)

3. Educetional offering of the Meui District Office of the State
Department of Education.

Requirements of the state that Camp have direct feed via interisland microwave
signal delivery for its Maui cable system has resulted in the construction of
interisland microwave and receive transmission facilities on Lanai and Molokai.
With microwave facilities in place on each of these islands, delivery of the cable
sigrals to Lanai and Molokai subscribers approach economic feasibility and enhance
progress to the goal of the state Legislature of extending cable communication

fecilities to ell potential subscribers throughout the state at the earliest possible

date.



It must be emphasized that the turnout for the public hearing at Lanai City was

exceptional showing an expressed need for cable services.

APPLICANT'S ABILITY TO PROVIDE SERVICE AT REASONABLE RATES.

For purposes of znalyzing this application unaer the criteria set forth in Section
440G-8(b), HRS, subpart 2 (ability of applicant to offer services at reasonable cost
to the subseribers) and subpart 5 (ability of the applicant to perform efficiently the
service for which the authority is requested) ere essentially the same criterion, and

therefore will be analyzed together in this section.

In June 1983, the Applicant filed an application to amend its rates and charges as
well as extend its present service area to include Lanai and Molokai. Applicant
proposes to increase its basic monthly service charges by $2.58, additional outlet
charges by $1.65, and other non-recurring installation charges. (See Schedule B of

application.)

There is no question that cable services are wanted and needec¢ on Lanai and
Mclokai. The real question is how best should service be provided to these island
cornmunities. In this case the only applicant requesting to provide service is Maui
Camp Cable Television. An analysis was conducted with two questions in mind: (1)
Is the rate increase needed to cover increased expenses on Maui or (2) needed to

cover losses in providing services to Lanai and Molokai.

The {ollowing assumptions were used to determine revenues and expenses in

providing cable services to Lanai and Molokai:

L All capitalized expenditures will be expended in the first year.
2. Number of housing units is about 3,100.

3. Estimated number of residential subscriber is 1,300.
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4,  Estimatea number of pay subseribers is 650.
5. Rates charged would be the proposed rates.

6. Expenses would be proportionately similar to those experienced by the
Maui system.

Projections show that, before depreciation expenses but after interest, there is a
small but positive net operating profit as shown in the Division's Exhibit 100.
Therefore, it is not expected that providing cable services to Lanai and Molokai will

be a burden to cable subseribers on Maui.

A more rigorous analysis was done to determine whether the proposed rate charges
would provide the Applicant an excessive return. In determining the profitability of
the company for years ending 1983 and 1984, a trending methodology was employed
as a means to predict results for future time. Statistical data for years 1981, 1982
and part of 1983 were examined and used in developing a mathematical model that
through statistical methods show high reliability between predicted results and
actual results for past time periods. The Division's Exhibit 101 shows predicted
results for both past time periods and future time for number of residential

subseribers, additional outlets, and number of pay-TV subscribers.

The Division's Exhibit 102 shows projected revenues for years ending 1983 and 1984

based on existing as well as the proposed rates.

The Division's Exhibit 103 shows projected expenses for years 1983 and 1984.

Expenses do not include interest, depreciation or amortization.

The Division's Exhibits 104 and 105 show plant additions, annual depreciation, and
accumulated depreciation for different categories for years 1977 through 1982.
Since Applicant used estimated service lives different from those used by the

Division, an adjustment to future years depreciation expenses is made.



The Division's Exhibit 106 shows the method used to determine a "remaining life
factor" which adjusts the depreciation expenses for future years taking. into
consideretion past years depreciation expenses and Division's estimated service
lives. Division's Exhibit 107 shows the adjusted annual depreciation expense for

plant installed as of December 31, 1982.

The Division's Exhibit 108 & 109 show both past as well as future plant for years 1977

through 1984.

The Division's Exhibit 111 shows a projected income statement for years 1983 and
1984 based on the proposed rates and estimated service activities. The lower return
on rate bese for year 1984 is due to cost and additional plant to provide cable

services to Lanai and Molokali.

The Division's Exhibit 112 shows a projected results for years 1983 and 1984 based on
existing rates. In general it shows a reduction of rates of return to about 9% for
vear 1984, below what one might expect for one's investment. It is expected that
construction will not be financed by cash flow alone, but that the Applicant will

need to increase its debt or equity position.

For the above computations it was assumed that:

1. All proposed construction would be moved up in time and that
construction would be complete by December 3i, 1984; and

2. All bsasic residential subscribers would have a converter.

Projections for 1983 and 1984 show that based on the proposed rates there would not

be excessive returns to the company.



3. SUITABILITY OF APPLICANT AND ABILITY OF APPLICANT TO PERFORM
SERVICES FOR WHICH AUTHORITY IS REQUESTED.

Perhaps the best measure of suitability of an applicant to provide .cable

communications services to additional service areas such as Lanai and Molokai are:

1. Past performance in similar circumstances.

2. Alternatives available for providing cable services to those islands.
Maui Camp and its affiliate, Camp, Inc., have demonstrated in their service to such
sparsely populated areas such as Hana and Kau a capacity to effectively and efficiently
provide cable communications services to areas likely to be found unattractive to most
cable operators. Maui Camp has provided cable services to the Hana District on the
island of Maui since 1977. Camp, Inc. has provided cable services to the Naglehu and
Pahale communities of the Ka'u District on the island of Hawaii since 1972, In both of
these communities, Maui Camp and its affiliate have demonstrated an ability to
economically provide cable services to communities which have potential subscriber
households numbering less than a thousand and which are separated by a long distance

from the nearest population centers.

Lanai with 760 households and Molokai with 2,349 households, respectively, form the
second and third major components of the tri-island county of Maui. The sparsity of
households on these islands together with a cost of providing minimal cable facilities
comparable to those offered to other cable subscribers in the state makes the economic
feasibility of providing cable services to these two islands marginal in the best of
circumstances. Consequently, only a company with a larger subscriber base in the tri-
island county and with facilities on those two islands would find providing cable
communications services to Lanai and Molokai economically feasible. Maui Camp
possessing microwave facilities on both of these islands in fulfillment of its cable permit
requirements for "direct feed" of broadeast signals has already a significant investment on
each of .these islands which can substantially reduce the initial and continuing cost of

providing cable services to both Lanai and Molokai, thus making cable services to these



islands economically feasible. Further, Maui Camp's permit &rea, which includes the
county seat in Wailuku, makes it knowledgeable of the particular concerns and interest of

the people of Lanai and Molokai relative to communications.
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MAUI CAMP CABLE TELEVISION

1984
REVENUES 265668
OPERATING EXPENSES 168873
NET OPERATING PROFIT 96695
INTEREST EXPENSES - 92940
TAX. INC. BEFORE DEP. & AMORT. ) 3755
DEPRECIATION & AMORTIZATION 64542.

TAX. INCOME -60787
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NONTHLY SERVICE CHARGES
r1RST OUTLET
mUGLTIPLE OUTLET
AMULTI-UNITS

SUB-TOTALS

MONTHLY PAY SERVICE CHARGES
INSTALLATON CHARGES
besic services
pay services

OTHER INCOME

TOTALS

1983
present proposed

705225 932661
29972 79426
119283 119511
735197 1012087

846428 846428

42426
53462

ww

64
62

18
34
126500 126500

1804014 2090341

R Y R PN PR T A

1984
present propcsed

§29691 1097267
35262 63444
118277 118503
864953 1150711
1011088 10110&8
45418 556289
48133 4
135700 135700

2106293 2442261



MAUl CAMP CABLE TELEVISION

DIRECT OPERATING EXPENSES
salaries & wages
employee benefits
general excise tax

vehicle operating expenses

power supplies

pey-tv program costs
copvright fees

pole rent

site rental

irenchise fees
repairs & meintenance
small tools

TOTAL DIRECT OPER. EXP.

GENERAL AND ADMINISTRATION EXPENSES

seleries & weges
management fees

employvee benefits

otfice supplies/stetionery
vehicle operating expenses

trevel sna entertainment
utilities

insurance

dues & subsecriptions
contributions

office and wsrehouse rent
legal fees

aucit and accounting fees
outside cdata processing
bed debt expenses

miscelleneous office expenses

TOTAL G & A EXPENSES

ADVERTISING EXPENSES
WMARKETING EXPENSES

salaries, weges & commissions

employee benefits

TOTAL MARKETING EXPENSES

TOTAL OPERATING EXPENSES

1983

150000
62600
83614
14000
Joouoo

287565
14000
32400

5500
10640
86544

400

787263

20840
8700

28540

1206929

VIdIUN CAMLDLI

1984

196500
75600
87690
17000
36400

543440
17300
36900

5900
12463
137962

21900
8500

30800

13428947

tud
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MAUI CAMP CABLE TELEVISION

Accum.
Plant
builcings 26584
cormunications systems 8603
converters 161423
distribution system 1163288
furniture & fixtures 19765
hard:ines 0
headend 222621
leasehold 13534
mzintenence equipment
microwave equipment 469213
origination equipment 52095
test equipment 32264
vehicles 170462

TOTALS 2339852

0379559078
0497335835

Remaining
Life
Factor

.0198541610
.0336298800

1

0

.0567711137
.0585102385

0
.0469524277
.0345264291
.0531690799
.0762738524

Adj.
Annl.
Dep.

528
281
16142
441351
583

12638
805

22021
1789
1715

13002

RV ¥}
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MAUI CaMP CABLE TELEVISION

SERVICE

LIFE

BUILDINGS 40
COMDMUNICATIONS SYSTEMS 13
COXVERTERS 10
DISTRIBUTIONS SYSTEM 18
FURNITURE & FIXTURES 13
HARDLINES 18
HEADEND 15
LEASEHOLD 15
MAINTENANCE EQUIPMENT 13
V.ICROWAVE EQUIPNENT 13
ORIGINATION EQUIPLENT 13
TEST EQUIPMENT 13
VEHICLES 9

ANNUAL DEPRECIATION
ACCUMULATED DEPRECIATION

NET PLANT

ADJ.
DEP.

528
2891
16142

114075
496669

1843183

Fvidodie CARLIDLYE

1983

528
201
43322
71429

Qg3

=R~

183
- 8

o v

0
8
5
0
22021
2953
1715
13002
176387
673056

2545092

260689
933745

3665001

u



MAUI CAMP CABLE TELEVISION

EEVENUES

OPERATING EXPENSES

NET OPERATING PROFIT
DEPRECIATION & AMORTIZATION
INTEREST EXPENSES

TAXABLE INCOME

TAXES (est. @ 50%)

NET INCOME AFTER TAXES

NET INCOME PLUS INTEREST

RATE BASE
RATE OF RETURN ON RATE BASE

,1983
2090341
1206929

883412
176388
218000
489023
244512
244511
462511
2645669
17.48%

CIVEISION EXHIBIT 1N

1984
2442261
1428947
1013314

- 260689
220000 -

532625

266313

266312

486312
3784080
12.85%



MAUI CAMP CABLE TELEVISION

1983 1984

REVENUES 1804014 2106293
OPERATING EXFENSES 1195476 1415509
NET OPERATING PROFIT 608538 690784
DEPRECIATION & AMORTIZATION 176389 260689
INTEREST EXPENSES 218000 220000
TAXABLE INCOME 214148 210085
TANES (est. @ 50%) 107075 « 105048
.NET INCOME AFTER TAXES 107074 105047
NET INCOME PLUS INTEREST 325074 325047-
RATE BASE 2644715 3782960

RATE OF RETURN ON RATE BASE 12.29%% 8.59%
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CERTIFICATE OF SERVICE

I hereby certify that a copy of Order No. 102 was served upon each of the
following by mailing the same, postage paid, on this 29th day of November, 1983:

Maui Camp Cable Television
' 1977 Kaohu Street
Wailuku HI 96793

Paul R. Mancini, Esq.
33 Lono Avenue, Suite 470
Kehului HI 96732
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R. inarie Takamoto




